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FEDERAL ELECTION COMMISSION
999 E Strcct» N.W«

Washington, D.C. 20463

FIRST GENERAL COUNSEL'S REPORT

COMPLAINANT:

RESPONDENTS:

RELEVANT STATUTES
AM) REGULATIONS:

INTERNAL REPORTS CHECKED:

FEDERAL AGENCIES CHECKED:

MUR: 6035
DATE COMPLAINT FILED: July 9,2008
DATE OF NOTIFICATION: July 16,2008
LAST RESPONSE RECEIVED:
Septembers, 2008

DATE ACTIVATED: September 22,2008

EXPIRATION OF SOL: June 15,2010

Thomas Fitton, on behalf of Judicial Watch, Inc.

Northern Trust Company
Barack Obama
Obama 2010, Inc., and Harvey S. Weinberg,
in his official capacity as treasurer

Obama for Illinois, Inc., and Harvey S. Weinberg,
in his official capacity as treasurer (terminated)

2U.S.C.§441b(a)
2U.S.C.§431(8XAXi)
2U.S.C.§431(8XBXvii)
2U.S.C.§432(eX2)
11 C.F.R. § 100.82(aXl),(2),(3),(4)
11 C.F.R. § 100.153

Disclosure Reports

None

L INTRODUCTION

Hie complaint alleges, based on an article in The Washington Pour, that then-Senator

Barack Obama and his wife Michelle Obama obtained a mortgage from Northern Trust

Company ("Northern Trust") at a discounted interest nOe, which resulted in a "disguised
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1 campaign contribution to [then-]ScnatorObama of at least $108,000." Complaint at 3. The

2 complaint further alleges that the contribution was a prohibited corporate contribution and that

3 neither then-Senator Obama's campaigns nor Northern Trust reported the contribution. Id.

4 As described in more detail below, there is no information suggesting a connection

5 between the Obamas' mortgage and then-Senator Obama*s campaigns, and moreover, the

6 Obamas1 loan is not a contribution because mfinnnation provided by Northern Trust ahowa it was

7 made in accordance with applicable law and hi the course of ordinary business. Accordingly, we

8 recommend the Commission find no reason to bob'eve that Northern Trust arid BarackObama

9 violated 2 U.S.C. § 441b(a) and no reason to believe Obama 2010, Inc. and Harvey S. Weinberg,

10 in his official capacity as treasurer, and Obama for Ilh îs, Inc. and Harvey S.Wemberg, in his

11 official capacity as treasurer, (terminated) violated 2 U.S.C. §§ 441b(a) and 434Q>X2).

12 IL FACTUAL SUMMARY

13 Then-Senator Barack Obama *"d Michelle Obama obtained a mortgage from Northern

14 Trust on June 15,2005, for $1.32 million at a 5.67 percent interest rate, for the purchase of a

15 $1.65 million home on Chicago's south side. On Jury 2,2008, The Washington Post published

16 an article discussing then-Senator Obama's mortgage. Joe Stephens, Obama Got Discount on

17 Home Loan, Wash. Post, July 2,2008, at A03 ("Stephens article"). According to the article, the

18 Obamas received a mortgage from Northern Trust at a discounted rate, lower than "the average

19 offered at ItetmiemClucago for similarly Rates for similar loans

20 during the same week averaged 5.93 percent to 6.0 percent, according to the stoiy, and the lower

21 rate may have saved me Senator more man $300 a month. Id. A spokesman for then-Senator

22 Obama, quoted in the article, said that me interest nto was a<yusted to account for a coimx^

23 offer from another lender and other factors. Id. The article quoted the Obama spokesman as
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1 sa\ing **[t]he Obamas have since had as much as $3 million invested through Northern Trust"

2 Id. The article noted that when the Obamas secured the loan, their income had risen

3 dramatically, because Barack Obama assumed his Senate seat and received a $2.27 million hook

4 deal from Random House, and Michelle Obama received a promotion to vice president at (he

5 University of Chicago Hospitals. Id. It stated, however, that the Obamas had no prior

6 relationship with Northern Trust when they applied for the loan. Id. The article also quoted a

7 Northern Trust official as-stating that Northern Inist hu 110 fonnal progrra

8 to public officials, but a person's salary and ocxnipanVm are two Actors they take into

9 consideration whm anyone is seeidng a mortgage at NoiihemTnist Id. The official further

10 stated mat "[t]he bottom line is, this was a business proposition for usn and Mourbusmess model

11 is to service aiidpunuesuccessrUiiitividiu^ l

12 Based on the Stephens article, Judicial Watch filed a complaint with me Commission.

13 The complaint states that the Stephens article reports that "the favorable interest rate would save

14 [then-]Sen. Obama over $300 a month, which over the life of the 30-year loan, would be at least

15 $108,000." Complaint at 2. In further quoting the article, the complaint states mat M[t]he

16 Obamas had no prior relationship with Northern Trust when they applied fin* the loan. They

17 received an oral commitment on Feb. 4,2005, and locked in the rate of 5.625 percent, the

18 campaign said. On (hat date, HSH [HSH Associates, Financial Publishers] data show, me

TT»Stqib«» trick WM criticized by tlite

weU under •iimltrcncQimdmcet.'' Deboiah HoweU,MwS^7te a Z^«Wle*Wu^
200*atB06. The Stepl»aftickwu also criticized by an aricte in tt^

Otama'a political pontion afiEbcted the details of Us toanunaiinw^ and '^tihat'i left are a bunch of weak
conelationi," Justin Pettn,Adktef Avodk'f '*5kvfctoitfMAtofftjflg«,CohmL JoumalMmRev.,Jnly2,2008. These



Ml R 6035 (Northern Trait Company)
Pint General Counsel's Report
Pa*e4oflO

1 avenge rate in Chicago for a 30-year fixed-rate jumbo loan with no points was about 5.94

2 percent." Id.

3 The complaint asserts that the Stephens article suggests that then-Senator Obama

4 received special treatment because he was a U.S. Senator, based on a quote in the article fiom

5 Northern Trust Vice President John O'Cormell reportedly stating that among the factors he

6 would expect Northern Trust would consider in setting a mortgage rate is "a person's

7 occupation." Id. at 2-3. The complaint further quotes the Stephens article as reportedly stating

8 that since 1990, Northern Trust employees contributed $71,000 to then-Senator Obama's

9 political campaigns, including a $1,250 contribution to then-Seantor Obama's 2004 campaign for

10 U.S. Senate, Ai at 3.

11 The complaint then alleges that, based on the information in me Stephens article,

12 Northern Trust's discounted mortgage is actuaUyadugmsed(»mapaigncontribiitiontomen-

13 Senator Obama because at the time he secured his mortgage, it appean mat he was raising funds

14 for his 2004 and 2010 Senate campaigns. Id. It further alleges the $108,000 contribution by

15 Northern Tnist, a $300 a moiim "saving

16 based on the discounted rate, would violate federal laws bex îise it is a (xnporate contribution,

17 and should have been disclosed Id.

18 The response from then-Senator Obama; Obama 2010, Inc., and Harvey S. Weinberg, in

19 his official capacity as treasurer, and Obama for Ilh^is(tenmnste4)f states that the coim>laint is

20 fidse 8^ fails to allege any violation of a fedendcan^gnnnanM law. Obama Response at 1.

21 Spectfically.it states that that the complaint only asserts that the loan was Ma good desT and then

22 juinps to the conclusion that it was a "disguis^
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1 the Obamas' mortgage loan was an arms-length transaction at a commercial rate, and was not

2 made in connection with any federal election. Id.

3 The response from Northern Trust states that there was no connection between the

4 mortgage and an election, and thai even if there were a connection, the mortgage was not a

5 contribution from Northern Trust. Northern Trust Response at 1. Attached to the response is an
O)
u\ 6 affidavit from Kathleen Soto, the Relationship Manager in the Private Client Services Division
#>

™ 7 of Northern Trust who dealt with the Obamas. Soto Aff. fl. Her affidavit states that Northern

^ 8 Trust is a "financial services institution that focuses on, among ou^ things, integr^^

. IO 9 wealth management solutions for successful individuals, families, foundations, etc., and looks to
o !
^ 10 establish long-term financial relationships with these clients." Id. ] 2. She further notes that

11 mortgage loans are "commonly provided as a service to our existing customers and as a way to

12 introduce new and potential clients to the uistitution and fimu'h'arize mem with me other services

13 that the institution can provide." Id. \ 3. She states that her interactions with then-Senator

14 Obama and Mrs. Obama began in carry 2005, and

15
16 I
17 I
18
19
20
21
22
23
24
25
26
27
28
29
30
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1 Karen L. Daley, a Senior Vice President in the Home Loan Center/Community Lending

2 Unit at Northern Trust, also submitted an affidavit as part of Northern Trust's response. Daley

3 Aff.fl. Ms. Daley states that she searched Northern Trust's records to locate all of the $1

4 million or more loans that had a 30-year torn and a fixed interest rate, which were closed and

5 funded during the period from January 1,2005 to August 1,2005./£ 12. Ms. Daley avers that

6 there were 14 mortgage loans that fit that criteria, and "of these 14, eight [including the Obamas*

7 lo^] were tacked mat a'discount'm me form of a reduction m

8 Northern Trust's mternally produced 'rate sheet* This rate sheet, which is published internally

9 at Northern Trust at least daily, is the starting point used by NortheinTriist staff for determining

10 the mterest rate for a mortgage.*'Ai f 3. Daley further stated,

11
12
13
14
IS
16
17
18 ,
19
20
21 A£|4.
22
23

24 The Federal Election Campaign Act of 1971, as amended flfae Act"), prohibits

25 ccipcfBtionsfiom malting a contribution or expeodltiiremcomiex^onwim any election to any

26 political office. 2 U.S.C. § 441b(a). Candidates and poh'ticalcommm^e^aie also proml>ite^

27 from knowingly accepting contributions from coipoiations. Id. The Obamas'loan from

28 Northern Trust was procured for the pinchatje of the Obamas* new home in Chicago, as

29 evidenced by the mortgage and closmgdc«iimenU attached to the (ximplaint Complaint, Ex. 2.
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1 There is no factual information from the complaint, the responses, or the Stephens article, that

2 funds from the mortgage were used "in connection with any election to any political office," a

3 nexus required for a corporate contributicm or expcndi^

4 2 U.S.C. § 441b(a). This analysis is consistent with MUR 4944 (Hillary Clinton), where the

5 Omunission found no reason to believe that Senator Hillary Rodham Clinton, her Senate

6 campaign committee and Washington Mutual Home Loans, Inc. (successor to PNC Mortgage

7 Bank) violated 2 U.S.C. § 441b(a) in relation to a mortgage Hillary Rodham Clinton and former

8 President BiU Clinton obtained for thek home mChappaqua, New York.2 See also AO1982-64

9 (there are no consequences under the Act if candidate uses personal funds to repay loan that was

10 obtamedibrpeTsoiial expenses diir^

11 In addition, the loan is also not considered a prohibited corporate contribution. Hie Act

12 states mat the term "contribution" includes "any...loan...made by any person for the purpose of

13 influencing any election for federal office." 2 U.S.C. § 431(8XAXi). An exception to this

14 denmtionisaloanofnwneybyabankthatUinafc

15 ordinary course of business. 2 U.S.C. § 431(8)(B)(vii). A loan is considered in the ordinary

16 course of business if it (1) bears the usual and customaiy imprest rate of me leod^mstitution

17 for the category of loan involved; (2) is made on a basis that assures repayment; (3) is evidenced

18 by a written instrument; arid (4) is subject to a due d^n^

19 { 100.82(aXlH4). The Commission's regulations define "made on a basis that

Th* MI m AQAA gftrtiimaiit «f PJIMHM «f

ihnr M^ lumia, T!MVH w iui !mlLimfMMi Mwt iKia VMH **fl̂ Ml ivi1* Ihnrfi MMHI nml Kw Mn_ f^lintivi fiv CMMinm

expenaet," TbeSORftotfaerdnwi an ajialo|y between iho mortgage fad the Q^^
xegBlitioaa, n>hich dsjaaify aiDrt§aajB ptymDBte is penopil use, and notes flatpayiDBati ipadp to a cmdiditB,
inc^pectrve of the candidscy, moot treated u a co^^ 11CJJL{ 113(g)(l) and (Q. Farther, it stales that
InatiBg bank loans "for a csnodaiB's bone purchase or other personal Irving expenses as not "hi connection with
the csmpsjgn11 snd as nvde "incspectivc of the candidacy* hi well ftflindftil, hi our view.**
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1 repayment*1 as, inter alia, when the lending institution making the loan has perfected a security

2 interest in collateral owned by the candidate, the fair maiket value of me collateral is equal to or

3 greater than the loan amount, and the candidate provides dociimentation of the perfected security

4 interest. 11 C.F.R. § 100.82(eXlXu)-

5 Infonnan'on provided in Northern Trust's response and the coinplain^

6 made maox)nlance with appU<^te law and in uw ordinary course o 2U.S.C.

7 §431(8XAKi). Northern Trust's response and the loan doomientaiion adequately address each

8 of the four criteria for a loan to be niaxlem me ordinary course

9 § 100.82(a). First, the Obamas* loan bean the usual and customary interest rate of Northern

10 Trust became the Obamas1 were afforded a dlscourt comparable to discounts given to other

11 similarly situated borrowers. According to the affidavit of Karen Daley, 8 of the 14 mortgage

12 loans comparable to the Obamas' loan at Northern Trust received discounts, |

13 I

14 | Daley Aft 113,4. The Obamas'loan was one of a majority of the

15 comparable mortgages that received a discount, |

16 | Daley AfiF.14. The

17 | discount was within the range of the other mortgage discounts, |

18 | See MUR 5198 (Cantwell)

19 (interest rate for loan was usual aiid cnisto

20 two-year period were at or below the rate offered to candidate) and MUR 5421 (Kerry) (interest

21 rate was usual and customary because 48 of 52 compairtteloaiift granted duriiig a five-month

22 period had the same interest rate as offered to candidate).
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1 Further, the Soto affidavit states that Northern Tnwt uses mortgage loans as a way to

2 introduce new and potential clients to the institution and iamiliarize them with the other services

3 that the institution provides. Soto AfF. fl 2, 5. According to the affidavit, the Obamas were

4 offered a discounted rate because they had a competmgmterest rate ofTer, and Northern Trust

5 anticipated receiving investment business from the Obamas. SotoAff.14. We have no

6 information suggesting otherwise.

7 Second, me Obanias* mortgage was niade on a basis mat ass

8 Northern Trust had a perfected security mterestm me Obanias'Sl. 65 mUUon home as collateral

9 fbrme$lJ2nu'lfomloaii,accoidfflgtoto

10 Trust Finally, the Obamas' mortgage was evidenced by written mstnunents, me mortgage

11 documents, and is subject to a due o^

12 requirements of 11 C.FJL § 100.82(a). Thus, the Obarnas1 mortgage loan is not a prohibited

13 coiponrte contribution because it Ms under the exceptim^ loans mao^m accordance with

14 applicable law and in the ordinary course of business.

15 For all of these reasons, we recommend the Commission find no reason to believe that

• 16 NoimemTnist and BarackObama violated 2 U.S.C. § 441X&) and no reason to believe Barack

17 Obsflis, Obama 2010, IDC. and Harvey S. Weinberg, in his official cspsdty u treasurer, and

18 Obama for Illinois, Inc. and Harvey S. Wemberg.m his official capacity as treasurer,

19 (tenmnated) violated 2 U.S.C. §§ 441b(a) and 434Q>X2).

20 IV.

21 1. Find no reason to believe that Northern Trust Ctanpany, Inc., Bamck Otama,
22 Obama 2010, Inc. and Harvey S. Weinberg, in his official capacity as treasurer,
23 and Obama for Illinois, IDC. and 1^^
24 treasurer, (terminated) violated 2 U.S.C. } 441b(a).
25
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2. Find no reason to believe that Obama 2010, Inc. and Harvey S. Weinberg, in his
official capacity as treasurer, and Obama for Illinois, Inc. and Harvey S.
Weinberg, hi his official capacity as treasurer, (terminated) violated 2 U.S.C.
§434(bX2).

3. Approve the attached Factual and Legal Analyses.

4. Approve the appropriate letters.

5. Close the file.

ia P. Duncan
General Counsel

Associate General Counsel
for enforcement

istant General Counsel

KrthrynJ.
Attorney


